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199 Zhighlights 


¢ Total profits rose from $250,000 to $330,000, an increase of 32%. 


e The acquisition of Pennsylvania Cullet was completed, and this company 
generated consistent profits. While we continue to work successfully with its 
creditors, we are in an enviable position, because our parent company has 


no liability for Pennsylvania Cullet’s debts. 


¢ Quarterly earnings increased consistently. In each of the final two quarters, 
we reached our optimal target level ($110,000 range). We are confident that 


we can sustain this earnings level over the long term. 


e Quarterly earnings before interest, taxes, depreciation and amortization 
(EBITDA) was $185,000 in the third and fourth quarters. We expect to 
maintain an EBITDA of 1.8¢/share in 1998. 
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a work in progress 


report to our shareholders 


report tO OUrshareholders —_ 
BENET ecutive officer 


This past year has been tremendously exciting for all of us at Vitreous. Our infrastructure is solid. & 


And our production, operating costs and financial position are firmly on track. But, beyond our 
work to build a stable and profitable business, we have been challenging the future—creating 
the foundation for a more dynamic company with a far broader focus. 


A new vision for Vitreous is starting to emerge as we begin to transform a company in the glass 
industry into an enterprise “in the business of business.” 


Much of the year has been dedicated to exploring acquisition opportunities—not just in the 
glass industry, but in other fields. We are confident that the management and financial skills 
we've used to build Vitreous can be applied successfully elsewhere. And we are aggressively 
seeking acquisitions that will make Vitreous stronger and more successful—and a more 
profitable investment for shareholders. 


Our expansion blueprint has been refined. But the essentials remain firmly in place. We are 
looking for strategically sound businesses. A potential acquisition would be a company that: 


e Is up and running, with existing facilities sufficient to generate satisfactory margins. 
¢ Would profit from our portfolio of management and financial expertise. The business must 
offer a good product(s) and technical skills, but could be faltering due to poor management, 


financing and/or marketing. 


e Has a secure competitive edge, and operates in an industry with sound economic 
fundamentals and positive long-term prospects. 


¢ Operates in a favourable, well-located market where there is a strong supply and a growing demand. 
e Has solid customers and potential clients—leading in their field and in good financial health. 


e Can be acquired and operated without a negative impact on our balance sheet. The 
investment must entail disciplined use of capital, while providing prompt returns. 


“Vitreous is looking 
forward to venturing 
beyond the glass 
industry. Now, we 
want to be in the 
business of business. 
We see our ‘product’ 
as management and 
financial savvy. Our 
Strategy is to grow 
by using the skills 
we gained in turning 
Vitreous and 
Pennsylvania Cullet 
into successful 
operations. " 


“My approach to 
acquisitions? Identify 
strategically sound 
businesses with strong 
supply, growing 
demand and 
satisfactory margins. 
Apply hard-nosed 
financing practices 
and classic business- 
management 
techniques: sound 
balance sheets, good 
customer relations 
and a secure 

supply base.” 


1997 Ventures 


Although 1997 was not without its challenges, we managed to meet every target, and to move 
Vitreous into a very stable position. 


By year-end, volumes, cash-flow, earnings and profits were exactly where they should be—and 
where we can reasonably expect them to remain over the long term for the present operation. 
Profits had risen by 32% compared to 1996, climbing from $250,000 to $330,000. Quarterly 
earnings had moved comfortably into the $110,000 range. 


Pennsylvania Cullet proved to be a steady performer throughout the year. During the process of 
acquiring this waste-glass business in 1996, Vitreous had already begun managing the company. 
Since closing the acquisition in the first quarter of 1997, operations have run according to plan. 
Pennsylvania Cullet has been operating at projected volumes, and has contributed meaningful 
profits to Vitreous. We continue to work successfully with its creditors, with the parent company 
having no responsibility for its liabilities. 


In Pennsylvania and Alberta, we are also continuing to forge effective working relationships with 
our clients. We are doing an excellent job of meeting specifications for Pennsylvania Cullet’s sole 
client, glass-container manufacturer Owens Brockway, and our Alberta clients, major fiber glass 
producers Owens Corning and Johns Manville (formerly Schuller Canada). 


Volumes are stable, but the supply of 
raw waste glass will always be a growth 
constraint for both operations. This 
limitation was brought sharply into 
focus in Alberta during a portion of the 
first two quarters of 1997. Raw glass 
inventories were already low, when poor 
weather conditions delayed transportation 
from key collection points outside 


Alberta. Freight rates also increased, and the impact of higher costs and an inadequate stock of 
raw materials was reflected in disappointing quarterly earnings. 


Steps were taken to ensure that adequate inventories could be maintained year-round, and to 
buffer the effects of fluctuations in freight rates. We also implemented tighter controls for 
maintenance costs. By the third quarter, Vitreous had set a record for quarterly profits—an 
achievement we repeated in the fourth quarter. 


Net Income for the Period ($) 
Quarterly earnings for the last two quarters of 125,000 
1997 represent a sustainable performance level. 
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On the Horizon 


Vitreous enters fiscal year 1998 having streamlined and stabilized all aspects of operations—and 
with an excellent infrastructure in place. At both locations, we benefit from strong, effective 
managers and teams of skillful, creative, bottom-line thinkers. 


We are confident that the trend set by our strong third and fourth quarter performances will 
continue over the long term, with quarterly net earnings consistently in the $110,000+ range. On 
its current path, Vitreous can be expected to remain a healthy business, and a secure investment. 


The market and structure limitations inherent in the glass industry will also remain. The growth 
of our glass-business operations will continue to be confined by supply, demand, geography and 
plant capacities. To achieve the kind of growth and returns shareholders deserve, we must 
explore new opportunities. Vitreous must challenge the future. 


We believe our track record will be a powerful springboard into that future. We've learned to 
manage successfully in an industry with modest prospects. Now we're ready to put our 
knowledge to work in industries with stronger prospects for growth. And we're doing the 
groundwork by aggressively investigating potential acquisitions. 


It should be emphasized that at no stage in our progress will we put the stability and profitability 
of Vitreous at risk. The parent company’s debt-reduction program will be maintained even in the 
event of an acquisition. In fact, by early 1998, we hope to reduce the debt-to-cash-flow ratio to 
1.5, and have set a target of 1.0 for the 1998 calendar year-end. 


A Personal Note 


No business is easy. But when you're trying to turn low achievers into stable, profitable 
companies, it’s rarely “business as usual.” The turnaround process for Vitreous and Pennsylvania 


Cullet has been difficult, demanding and exciting. To 
all the employees, clients, shareholders and directors 
who stuck with us over the years, | want to express my 
heartfelt appreciation. Your steadfast support has 
made the tough times a lot easier to manage. 


Now that Vitreous is firmly on track, | think we can all 
look forward to being a part of a more dynamic, 
interesting and profitable enterprise. | believe our 
successful track record with “turnarounds” is 
important; however, we are not limiting our 
acquisition-seeking to distress situations. And, though 
we are shopping aggressively, we'll choose carefully. | 
assure you that, wherever and however we grow, the 
same attentive management philosophies that have 
steered Vitreous in the past will continue to guide us. 


Last, but certainly not least, | want to thank Bob Paul, who retired from our Board of Directors 


in March, 1997. As our first Chairman, as a Director and as a shareholder, Bob has made a 


significant contribution to Vitreous, and we continue to benefit from his role as a shareholder 


and valued counsellor. 


Thanks again to everyone who is on board for our upcoming ventures. 


On behalf of the Board of Directors, 


J. Patrick Cashion, 
President and Chief Executive Officer 


“Though we're 
considering any 
opportunity that 

will increase 
shareholder value, 
our best prospect is 
likely a turnaround 
versus a Start-up. It 
makes sense to add 

your skills to a 
company where 

their knowledge of 
their industry is 
already solid.” 


a work in Drog FESS - vitreous ventures 1993-1996 


<n exploring a 


number of opportunities, 
we took steps to acquire 
Pennsylvania Cullet. This 
company processes waste 
glass for a single client, 
Owens Brockway, 
America’s largest glass- 
container manufacturer.> 


1993: Vitreous Environmental Group Inc. was established as a marketer of glass-crushing 
equipment. The company owned a technology that transforms waste glass to GlasSand™, a 
finely crushed glass. 


1994: When it became apparent that our equipment line would not be commercially viable, we 
looked for ways to turn the company around. The decision was made to transform Vitreous from 
a marketer of glass-crushing equipment to a manufacturer of processed glass. 


1995: Vitreous opened a $2.5 million GlasSand plant in Airdrie Alberta, and began producing a 
finely crushed glass that meets the exacting standards of the fiber glass industry. Two major fiber 
glass manufacturers, Schuller Canada (now Johns Manville) and Owens Corning, were secured as 
primary clients. The start-up period was challenging, and production volumes were below 
expectations. We implemented a program to secure our position, streamlining every aspect of 
business, from manufacturing to marketing, to suppliers and staff. Bottom-line thinking and a 
corporate culture that fosters creativity began to generate positive results. 


1996: Production volumes were brought to consistent, profitable levels. We continued to 
improve operational efficiencies, build financial stability and strengthen human resources and 
technical skills. We also recognized that, given the limits of supply, demand, geography and plant 
capacity, our Airdrie facility had reached its potential. Though it would continue to offer steady 
income and profits, future growth would have to come from new operations. 


After exploring a number of opportunities, we took steps to acquire Pennsylvania Cullet. This 
company processes waste glass for a single client, Owens Brockway, America’s largest glass- 
container manufacturer. Though well-established, with a first-class client, Pennsylvania Cullet’s 
management practices and inefficiencies had brought it to the verge of bankruptcy. We were 
confident that our technical, financial and management skills could turn the company around. 
During negotiations, the Vitreous management team began steering the Pennsylvania operation. 
By December 1996, Pennsylvania Cullet was in a break-even position. 
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Ma nagementadiscussion & analysis 


Sales: The Alberta plant's annual sales revenues of $2,100,000 were generated exclusively 
through sales to the company's two large fiber glass clients: Johns Manville Canada (formerly 
Schuller Canada), a business unit of Johns Manville of Denver, CO; and Owens Corning Canada, 
a business unit of Owens Corning of Toledo, OH. 


Sales totalling $1,450,000 US were achieved at the Pennsylvania plant, which was acquired 
December 1, 1997. All US revenues derived from sales to Owens Brockway Glass Container Corp., 
a business unit of Owens Illinois of Toledo, OH. 


Profitability: Profitability in Alberta suffered a blow due to difficult weather conditions and 
inadequate inventories to meet such conditions in the winter of 1996/97. The company has since 
corrected the inventory situation and does not anticipate a recurrence of the problem. 


Profitability in Pennsylvania was generally consistent, while varying somewhat with the seasonal 
demands of the customer. Overall profitability in the third and fourth quarters was $117,000 per 
quarter, a level that is expected to remain constant for the present Vitreous operation. 


Cash flow: Quarterly earnings before interest, taxes, depreciation and amortization (EBITDA) 
reached a level of just over $185,000 in the third and fourth quarters, equivalent to about 
$750,000 annually. EBITDA is expected to remain relatively consistent, based on the present 
Vitreous operation. 


Debt: In Alberta, total term debt at September 30, 1997 was $1,250,000. Operating-loan debt for 
Alberta and Pennsylvania at September 30, 1997 was close to nil. Pennsylvania Cullet’s debts include 
a variety of short- and long-term obligations. Terms for all obligations have been negotiated with 
creditors, and each is paid on a current basis in accordance with these terms. The parent company, 
Vitreous Environmental Group Inc., is not liable for the debts of its Pennsylvania subsidiary. 


Income taxes: Loss carry forwards were used 
to eliminate income taxes on Canadian 
income for the year and, together with 
unused tax pools, are expected to shelter 
$5,800,000 in future Canadian income. 
Certain deductions are available to the 
company for its Pennsylvania operation. These 
have sheltered income for 1997, and are 
expected to do so for 1998 and possibly 1999. 


Liquidity and capital resources: In Alberta, 
the working capital ratio (current assets 
divided by current liabilities) was 1.23 at year 


end. The “quick ratio” (receivables and 
inventory less operating line, accounts payable and one month's principal payments on debt) was 
over 1.6. Pennsylvania's working capital ratio is not considered relevant, as current liabilities 
include some substantial amounts that are defined as current liabilities for accounting purposes, 
but are, in fact, expected to be retired over the long term. 


Business risks: All production from the company’s Alberta plant is sold to two large clients in 
the fiber glass industry, which is heavily dependent on housing starts. Although 1997 was robust, 
Vitreous was seriously affected by shutdowns at both customers’ plants in the summer of 1995. 


The Pennsylvania plant sells products to only two plants, both of which are operated by a single 
client involved in the glass-container industry. This industry has experienced reduced production 


and rationalization over the past four years. 


Outlook: The company begins fiscal 1998 in a sound financial position, but heavily dependent 
on its limited number of customers. The acquisition of Pennsylvania Cullet has diversified the 
company’s industry dependency somewhat. The company believes that, in order to broaden its 
asset base, it will have to seek opportunities in other industries with greater growth potential. 
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financlalre DOMt sce ee 


Auditors’ Report to the Shareholders 


We have audited the consolidated balance sheets of Vitreous Environmental Group Inc. as at 
September 30, 1997 and 1996 and the consolidated statements of operations and retained 
earnings (deficit) and changes in financial position for the years then ended. These financial 
statements are the responsibility of the Corporation's management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Corporation as at September 30, 1997 and 1996 and the results of its 
operations and the changes in its financial position for the years then ended in accordance with 
generally accepted accounting principles. 


Kem 


Chartered Accountants 
Calgary, Canada 
November 21, 1997 


Consolidated Balance Sheets september 30, 1997 and 1996 


1997 1996 
Assets 
Current assets: 
Accounts receivable $350,072 $293,630 
Prepaid expenses 39,401 23; 55 
Inventory 261,032 69,480 
650,505 386,665 
Long-term prepaid expenses 22,500 37,500 
Capital assets (note 3) 4,302,009 2,816,941 
Development costs (note 4) = 365,268 
$4,975,014 $3,606,374 
Liabilities and Shareholders’ Equity 
Current liabilities: 
Bank overdraft $30,095 $27,345 
Accounts payable and accrued liabilities 794,473 216,979 
Current portion of long-term debt (note 5) 633,496 142,068 
1,458,064 386,392 
Long-term debt (note 5) 1,231,714 1,305,589 
Shareholders’ equity: 
Share capital (note 6) 1,999,953 1,958,353 
Retained earnings (deficit) 285,283 (43,960) 
2,285,236 1,914,393 
Commitments (note 8) 
$4,975,014 $3,606,374 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


Director 


Kip — 


Director 
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Consolidated Statements of Operations and Retained Earnings (Deficit) Years ended September 30, 1997 and 1996 


1997 1996 

Revenues: 
Sales $4,090,484 $2,215,243 
Cost of sales 3,331,287 1,573,736 
Gross margin 759,197 641,507 
Other revenue Wi 22'S) 33,110 
776,442 674,617 

Expenses: 
Depreciation and amortization 1977923 162,564 
Office and administration 93,935 135,620 
Interest on long-term debt 77,000 80,511 
Reporting and regulatory 66,366 40,990 
Marketing ETE) 2,765 
447,199 422,450 
Net income 329,243 252,167 
Deficit, beginning of year (43,960) (296,127) 
Retained earnings (deficit), end of year $285,283 $(43,960) 
Earnings per share $0.007 $0.006 


See accompanying notes to consolidated financial statements. 


Consolidated Statements of Changes in Financial Position Years ended September 30, 1997 and 1996 


1997 1996 
Cash provided by (used in): 
Operations: 


Net income $329,243 $252,167 
Items not involving cash: 
Depreciation and amortization 197,923 162,564 
Prepaid rent amortized 15,000 - 
542,166 414,731 
Changes in operating non-cash working capital (257,132) (165,163) 
285,034 249,568 
Financing: 
Long-term prepaid rent ~ (37,500) 
Receivable on long-term debt - ie 27, 
Net proceeds (repayments) of long-term debt (197,555) (222,982) 
Net proceeds from issuance of shares 41,600 70,635 
(155,955) (78,120) 
Investments: 
Purchase of capital assets (87,157) (82,968) 
Acquisition of Pennsylvania Cullet Processing, net of overdraft (44,672) = 
Development costs incurred - (136,612) 
(131,829) (219,580) 
Decrease in cash (2,750) (48,132) 
Cash (bank overdraft), beginning of year (27,345) 20,787 
Bank overdraft, end of year $(30,095) $(27,345) 


See accompanying notes to consolidated financial statements. 


Notes to Consolidated Financial Statements Years ended September 30, 1997 and 1996 


1. Significant accounting policies: 
(a) Basis of presentation: 
The consolidated financial statements include the accounts of Vitreous Environmental Group Inc. (the 
“Corporation”), a 98% interest in the partnership operating Pennsylvania Cullet Processing Center Limited 
Partnership (“PA Cullet") and its wholly-owned subsidiary, Pennsylvania Cullet Processing Center Inc., from 
December 1, 1996, the effective date of acquisition (see note 2). 


The consolidated financial statements of the Corporation have been prepared in accordance with generally 
accepted accounting principles. 

(b) Inventories: 
Inventories are carried at the lower of cost and net realizable value with cost being determined on a first-in, first- 
out basis. 

(c) Capital assets: 
Capital assets are carried at cost. 


Depreciation is provided on a basis and at rates calculated to depreciate the cost of the assets over their estimated 
useful lives as set out below: 


Assets ' Basis Rate 


Automotive p Declining balance 20% 
Furniture and fixtures Declining balance 20% 
Computer equipment and software Declining balance 30% 
Plant Straight-line 2.5% and 5% 


(d) Translation of foreign currencies: 
All assets and liabilities are translated into Canadian dollars at exchange rates in effect at the balance sheet date. 
Revenue and expense items are translated at average rates for the period. Gains and losses arising on translation 
are classified as a separate component of shareholders’ equity. 

(e) Per share amounts: 
Per share amounts are calculated using the weighted average number of common shares outstanding during the year. 
Fully diluted earnings per share which would reflect the exercise of options and warrants had they taken place at the 
beginning of the year, are not disclosed as are not materially different from earnings per share. 


2. Business combination and future operations of acquired entity: 
Effective December 1, 1996, the corporation acquired a 98% interest in the limited partnership interests of PA Cullet in 
exchange for 535,000 common shares and 1,070,000 warrants, convertible into 1,070,000 common shares of the 
Corporation at an aggregated value of $42,800 and all the issued and outstanding shares of Pennsylvania Cullet 
Processing Center Inc. in exchange for $1 cash. 


*g 2. Business combination and future operations of acquired entity (continued): 

if The acquisition was accounted for using the proportionate consolidation method whereby the assets and liabilities have 
been recorded at fair market values and the operating results of PA Cullet have been included in the Corporation's 
financial statements from the effective date. The total purchase price has been allocated as follows: 


Current assets $194,778 
Capital assets 1,230,566 
Current liabilities (767,435) 
Long-term debt (615,108) 
Total consideration funded by issuing 535,000 common shares 

and 1,070,000 warrants to acquire common shares (note 6) and cash $42,801 


As at September 30, 1997, the Company had a working capital deficiency of $807,559 of which $718,130 was 
attributable to PA Cullet. The acquisition of PA Cullet was based upon the continued support of its suppliers and 
creditors and as such, its assets, liabilities and operations have been included in these financial statements on a going 
concern basis. The Corporation is not liable for the debts of PA Cullet. 


3. Capital assets: 


Accumulated Net book 
(Ge Cost depreciation value 
Boe el Land $40,500 $- $40,500 
snag Plant 4,673,364 440,207 4,233,157 
Furniture and fixtures 10,286 3,754 6,532 
Computer equipment 56,400 34,580 21,820 
$4,780,550 $478,541 $4,302,009 
Accumulated Net book 
1996 Cost depreciation value 
Plant $3,046,069 $251,253 $2,794,816 
Furniture and fixtures 6,105 2,665 3,440 
Computer equipment and software 45,385 26,700 18,685 
$3,097,559 $280,618 $2,816,941 
ee 4. Development costs: 
feel Development costs are comprised of: 
1997 1996 
Salaries and wages and related costs $- $365,268 


During 1997, all of the U.S. plant development costs incurred to September 30, 1996 were reclassified to plant costs. 


5. Long-term debt: 
1997 1996 


Western Economic Diversification Loan bearing a lump sum interest 

amount of $31,978 repayable no later than October 1, 2000. 

Principal payments are repayable in 11 quarterly instalments of 

$46,000 starting no later than October 1, 1997, with the remaining 

principal due no later than July 1, 2000 $551,000 $551,000 
Bank of Montreal loan bearing interest at prime plus 1.5%, repayable 

in monthly instalments of $2,315 173,625 201,405 
Bank of Montreal loan bearing interest at prime plus 1.5% presently 

repayable in monthly instalments of $9,524 and 24 monthly 

instalments of $19,047 beginning in November, 1998 580,964 695,252 
United States Small Business Administration loan of US $237,318, 

interest at 6.59%, service charge of 5/8%, repayable in 64 


monthly installments of $4,268 320,380 - 
National City Bank Operating line, US $166,884, bearing interest at 

10.50%, payable on demand 225,293 ~ 

National City Bank loan, US $10,332, bearing interest at 10.25% 

per annum, payable on demand 13,948 — 

1,865,210 1,447,657 

Less current portion 633,496 142,068 

$1,231,714 $1,305,589 


The Bank of Montreal loans are secured by a general assignment of accounts receivable, a first floating charge over 
inventory and a general security agreement providing a general interest in all present and future acquired assets of the 
Corporation and a specific charge over certain processing equipment, all related to the Corporation's assets in Canada. 


The National City Bank loans are secured by the assets of PA Cullet and the Small Business Administration loan by the 
capital assets of PA Cullet. 


Future principal payments on long-term debt are as follows: 


U.S. Canada Total 
1998 $310,153 $323,343 $633,496 
1999 52,593 433,546 486,139 
2000 56,163 439,344 495,507 
2001 59,975 46,851 106,826 
2002 64,047 27,780 91,827 


Thereafter 16,690 34,725 51,415 
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6. Share capital: 
(a) Authorized: Unlimited number of common shares without nominal or par value 


(b) Issued: 
Number of shares Amount 
Balance September 30, 1995 44,176,880 $1,887,718 
Issued through private placement 996,600 92,160 
Share issue costs - (21,525) 
Balance, September 30, 1996 : 45,173,480 1,958,353 
Issued through acquisition of PA Cullet (note 2) 535,000 42,800 
Share issue costs - (1,200) 
Balance, September 30, 1997 45,708,480 $1,999,953 


During 1997, the Corporation's 3,865,932 warrants outstanding at September 30, 1996 expired without exercise. 
Pursuant to the agreement dated December 1, 1996 to acquire 98% in PA Cullet, the Corporation issued 1,070,000 
warrants to purchase 1,070,000 common shares of the Corporation exercisable at $0.12 per share. These warrants 
expired without exercise on November 30, 1997. 


At September 30, 1997, there were 2,012,500 options outstanding to directors, officers and consultants to acquire 
200,000 common shares at $0.10 per share, 1,662,500 common shares at $0.20 per share, 150,000 common shares at 
$0.40 per share, with expiry dates ranging from September 7, 1998 to July 27, 2001. In fiscal 1997, options to acquire 
200,000 common shares at $0.10 per share and 370,000 common shares at $0.20 per share were cancelled and options 
to acquire 42,500 common shares at $0.30 per share expired. 


7. Income taxes: 
As at September 30, 1997, the Corporation has approximately $3,793,000 of unused tax pools and $1,935,000 of 
unutilized non-capital loss carryforwards available to reduce future taxes payable, the tax benefit of which has not been 
recognized in the financial statements. Income taxes otherwise payable in the amount of $145,500 have been offset by 
non-capital losses. The unutilized non-capital loss carryforwards expire at varying times from 2000 to 2002. 


8. Commitments: 
(a) The Corporation is committed to payments under operating leases for equipment and buildings through 2012. 
Annual payments required subsequent to 1997 are as follows: 


U.S. Canada Total 
1998 $14,626 $87,036 $101,662 
1999 15,202 87,036 102,238 
2000 15,202 80,000 95,202 
2001 15,202 75,000 90,202 
2002 15,202 75,000 90,202 
Thereafter 371,130 118,750 489,880 


$446,564 $522,822 $969,386 


(b) The Company has entered into an agreement with a supplier to purchase certain of the suppliers available 
materials to December 31, 2000. During fiscal 1997, the Company purchased material valued at approximately 
$170,000 from this supplier and management estimates an annual commitment of similar future amounts. 

(c) The Company has entered into an agreement with a customer to supply 2,000 tons per month of product through 
January of 1999. Should the Corporation fail to meet this requirement, it may be obligated to reimburse its 
customer for any additional supply costs incurred. 


9. Related party transactions: 
During 1997, the Corporation incurred rent of $75,000 (1996 - $75,000) on its plant to a corporation which is a 
shareholder of the Corporation and is controlled by a director. 


10. Segmented information and customer concentration: 
The Corporation operates in Canada and the United States 


1997 Canada United States Elimination Consolidated 
Sales to customers 
outside the Company P| Sl $1,968,972 $- $4,090,484 
AWE 1,968,972 ~ 4,090,484 
Segment operating profit 529,946 229,251 = ASO N97 
Other revenue 17,245 
General corporate expenses (370,199) 
Interest expense (77,000) 
Net income $329,243 
Identifiable assets $3,652,326 $1,365,488 $(42,800) $4,975,014 


In 1996 income and assets related solely to the Canadian operation. 


During the fiscal year 100% (1996 - 99%) of the Canadian operations sales and at year end 99% (1996 - 83%) of its 
Canadian operations accounts receivable are represented by two large customers in the fibreglass manufacturing 
industry. Since acquisition 100% of PA Cullet’s sales and 99% of its accounts receivable at September 30, 1997 related 
to one large customer in the glass container industry. 


11. Financial instruments: 
The carrying values of bank overdraft, accounts receivable, prepaid expenses and accounts payable and accrued liabilities 
approximate their fair value due to the relatively short periods to maturity of the instruments. The fair value of long-term 
debt is determined at the present value of contractual future payments of principal, discounted at the current market 
rates of interest available to the Corporation for the same or similar debt instruments with fixed interest rates. All long- 
term debt with variable interest rates is assumed to already be at fair value, and is therefore not revalued. The Western 
Economic Diversification and US Small Business Administration loans are the only loans to which discounting is 
applicable. Given the nature of these government assisted lending programs it was not considered appropriate to apply 
the fair value calculation. 
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board Ofdirectors 


J. Patrick Cashion* C.A. 

President and Chief Executive Officer, Calgary, Alberta 

Mr. Cashion was the founding principal of Cashion, Associates, a 
well-known Calgary management consulting firm. Prior to founding 
Cashion Associates in 1981, he was a partner in Collins Barrow, 
Chartered Accountants. Mr. Cashion has been an advisor to a wide 
range of public and private corporations, both in the formative and 
mature stages of their development. From 1983 to 1990, he was a 
member of the Alberta Securities Commission. He has also served in 
a variety of Board and Executive capacities with volunteer 
organizations. Since becoming President of Vitreous in 1993, he has 
been responsible for focusing the company on profitability, 
including the successful acquisition of Pennsylvania Cullet. 


H. Irvin Thomas, P.Eng., 

Chairman of the Board, Vancouver, British Columbia 

Mr. Thomas is one of the founding partners of CANA Construction 
Co. Ltd. and at the time of his retirement in 1984 was President and 
CEO of the CANA Group of Companies. Currently President of Irv 
Thomas Investment Ltd., he contributes a wealth of business and 
engineering expertise to our business operations. 


R. Darol Hamilton* 

Calgary, Alberta 

Mr. Hamilton is the President and founding partner of Hamilton, 
Hop & Company, a Calgary-based firm specializing in insurance and 
financial consulting. In addition, he is a member of the Board and 
partner of Uniglobe Travel Western Canada Ltd., headquartered in 
Vancouver. His skills offer Vitreous a strong marketing perspective 
and direction. 


Patrick T. McCarthy, LL.B 
Calgary, Alberta 
Mr. McCarthy is a partner of Howard, Mackie, and has practiced law 


in the areas of litigation and 
insolvency since joining the 
firm in 1975. Throughout his 
career, he has participated in 


the restructuring of many 

businesses, both large and small. His experience in corporate 
restructuring and proposals to creditors has been invaluable to 
Vitreous, particularly during the acquisition of Pennsylvania Cullet. 


Executive Officer 
Patrick Cashion, President 


Legal Counsel 
Code Hunter Wittmann, Calgary, Alberta 


Bankers 
Bank of Montreal, Calgary, Alberta 


Auditors 
KPMG, Calgary, Alberta 


Registrar and Transfer Agent 
Montreal Trust, Calgary, Alberta 


Stock Exchange Listing 
Alberta Stock Exchange, Symbol: VOW 


Notice of Annual General Meeting 

The Annual General Meeting of Vitreous Environmental Group Inc. 
will be held March 5, 1998 at 3:30 p.m. in the Board Room of Code 
Hunter, 14th floor, 700 - 2nd Street S.W., Calagary, Alberta. All 
shareholders are encouraged to attend. 


* Member of Audit Committee. 
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